2016 Impact Report
The Lyme Forest Fund III T LP and The Lyme Forest Fund III TE LP
About This Report
The 2016 Impact Report for The Lyme Forest Fund III T LP and The Lyme Forest Fund III TE
LP (collectively referred to as the “Fund”) tracks the positive environmental and social
outcomes of the Fund’s investments for the reporting year and since inception. Lyme uses
the Impact Reporting and Investment Standards (IRIS) metrics as well as additional relevant
metrics to measure the non-financial aspects of its investments.
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About IRIS
The IRIS metrics were developed to provide a common reporting language for impactrelated terms and metrics. By standardizing the way companies communicate and report
their social and environmental performance, IRIS aims to increase the value of non-financial
data. This standardization allows performance to be compared and benchmarked, while
also streamlining and simplifying reporting requirements for companies and their investors.
IRIS was initiated and is governed by the Global Impact Investing network (GIIN), which is
dedicated to increasing the effectiveness of impact investments.

This summary contains certain information relating The Lyme Forest Fund III T LP and The Lyme Forest Fund III TE LP (collectively, the “Fund”) and does
not constitute an offer to sell or a solicitation of offers to buy securities in the Fund or any other investment vehicle. Past performance is not necessarily
indicative of future results.
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About The Lyme Timber Company LP
Founded in 1976, The Lyme Timber Company LP (“Lyme”) invests in and manages
timberland and rural real estate with important conservation attributes. The Lyme team has
expertise in the careful selection and management of timberland throughout the United
States and Canada.
According to The Nature Conservancy, forests in the US store and filter more than half of
the nation’s water supply and are a major carbon sink that sequester 15 percent of all fossil
fuel emissions in the US.1 US forests also provide jobs to 1 million forest product workers
and are habitat to more than 4,000 forest-dependent wildlife and plant species. According
to The Conservation Fund, 45 million acres of US working forests are at risk of development
and fragmentation over the next 15 years.2
Lyme’s investment activities help protect working forests and the many benefits they
provide. Out of the 1.1+ million acres in which Lyme has invested, 95 percent have been (or
are expected to be) permanently conserved. In addition, Lyme’s forest management
practices protect the ecological health and biological diversity of the forest. All of the
Company's working timberland properties are third-party certified to one or both of the two
leading sustainable forestry certification programs - the Forest Stewardship Council (FSC)
and the Sustainable Forestry Initiative® (SFI).
1
2

https://www.nature.org/ourinitiatives/habitats/forests/restoring-americas-forests.xml
http://www.conservationfund.org/what-we-do/working-forest-fund
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About Conservation Easements
One of Lyme’s core investment strategies is to sell conservation easements, which
permanently restrict development, but allow income generation from sources such as
sustainable timber harvesting, recreational leasing activities and sale of ecosystem services.
Lyme has an extensive network of contacts among conservation NGOs and public natural
resource agencies. These groups often seek our investment capital and experience to
capture important conservation targets, and we rely on them to do much of the political
and community outreach necessary to achieve the desired conservation outcomes. In
addition, Lyme monitors sources of Federal, state and local conservation funding.
Working Forest Conservation Easements:
Are legal agreements that restrict development and other activities agreed upon by
the landowner and easement holder in order to protect specific conservation values
Are permanently binding on all future landowners
Leave property in private ownership and management, and on the tax roll
Allow government agencies to conserve working forests for a fraction of the cost of
purchasing the land in fee, and greatly reduce public land management expenses
Provide permanent public recreational access in many cases
Ensure the property will be managed for timber production, which supports rural
economies and jobs by protecting large forested areas that are critical to:
- Efficient and productive timber harvests
- Recreation and tourism
Carry the potential for helping meet and exceed the requirements of federal and
state environmental regulations, including the Endangered Species Act and Clean
Water Act
Conserve important natural values of a forest property – fisheries, water supplies,
wildlife habitat, and open space while ensuring good forest management
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About Mitigation Banks
In addition to working timberlands and other high priority conservation land, Lyme also
invests in mitigation banks. A mitigation bank is a degraded property that Lyme restores to
its original ecological condition. The owner of an approved mitigation bank can sell credits
for cash to public and private project developers who need to mitigate their impacts.
Regulatory Framework
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Federal laws (Clean Water Act and Endangered Species Act) require public and private
developers to mitigate ecosystem impacts by restoring similar ecosystems to those
damaged.
Projects that require mitigation include draining, filling, or damaging wetlands for
highway construction, real estate development, and other projects. Mitigation is also
required to offset the impact of channelizing or rerouting streams to accommodate
subsurface mineral extraction.
Under US Army Corps of Engineers 2008 guidance, the preferred mitigation mechanism
is the project developer’s purchase of environmental credits from nearby mitigation
banks that proactively restore degraded lands at a large scale and ensure their
preservation in perpetuity.
Rather than undertake their own restoration efforts, developers can buy
mitigation credits from approved mitigation banks.
Regulators oversee these banks and release “credits” for sale based on the
banker’s achievement of predetermined ecological success factors.
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The Lyme Forest Fund III
In 2010, Lyme closed The Lyme Forest Fund III, the company’s third closed-end, pooled
investment fund, with $160.4 million of committed capital. The Fund’s investment period
ended on August 31, 2014, by which time Fund III had made twelve investments totaling
approximately 230,000 acres.
2016 Impact Summary
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By the end of 2016, over half of the Fund’s current and historical portfolio had been
permanently protected as a result of the Fund’s investment activities. Lyme collaborates
with a broad network of nonprofit partners in order to achieve conservation outcomes.
These NGO partners work with government agencies and communities to secure funds and
political support for conservation projects. The following nonprofit partners have been
essential to the Fund’s conservation activities to date: The Conservation Fund, the Colorado
Chapter of The Nature Conservancy, the Palmer Land Trust, the Maine Coast Heritage Trust
and the Nature Conservancy of Canada.
In 2016, all of the Fund’s timberland holdings maintained official certification from the
Sustainable Forestry Initiative (SFI). SFI conducts extensive annual audits to ensure
“sustainable forest management that encompasses a variety of responsibilities including
maintaining forest productivity and health and protecting water quality, biological diversity
and special sites.”
Over the life of the Fund, as of December 2016, forestry operations have planted over
12,000 acres of native trees and sold nearly 600,000 metric tons of sustainably-harvested
timber products.
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The Lyme Forest Fund III Portfolio Summary (page 1 of 2)
Mitigation Banks
9% of Invested Capital

Working Lands
83% of Invested Capital

High Priority Conservation
8% of Invested Capital

Working timber, ranch, and agricultural lands
with operational scale (4 timberland properties
and 1 agricultural property)

Rural real estate where value is based primarily on
the potential for development or conversion to
other uses (2 properties)

Mitigation banks and properties with potential
to mitigate wetland, stream, or endangered
species impacts (5 properties)

Lyme strategies:

Lyme strategies:

Lyme strategies:

•

•

Execute option agreements with NGO partners
to facilitate conservation strategies

•

•

Seek to return capital through sale of easements
and fee interests to public agencies or private
conservation buyers

Focus on smaller banks ($1-5 million) where
there are few to no institutional capital
providers

•

Seek to stage deployment of capital and
focus on opportunities that can return
capital from credit sales over a 6-8 year
period

Work with conservation NGOs to identify lands
that will attract conservation funding and
structure option agreements with them to
maximize likelihood of success

•

Seek to return capital early in the investment
cycle through the sale of conservation
easements

•

Restructure operations to increase recurring
cash yields

•

Utilize low-cost, long-term financing tied to
conservation and economic initiatives

THE
-6-

LYME T IMBER
C O M PA N Y

The Lyme Forest Fund III Portfolio Summary (page 2 of 2)
Property

State

Description

Strategy

Begin
Acres*

Purchase

Sale

Lyme St. Croix
Holdings

WI

Acquired in partnership with The Conservation Fund. Structured an option
agreement and conveyed conservation easement on 67,000 acres in 2013 and
2015.

Working
Lands

72,432

2011

Lyme Florida
(3 properties)

FL

Acquired in partnership with The Conservation Fund. Structured an option to sell
conservation easements over 46,500 acres. Additional conservation of unique
wetland and bottomland hardwood areas anticipated.

Working
Lands

72,800

2013-14

Lyme BX
Ranch

CO

Acquired in partnership with Palmer Land Trust and The Nature Conservancy.
Sold conservation easement in 2015.

Working
Lands

25,000

2014

Schoodic
Woods

ME

Immediately after purchase, Funds sold equity interest to a private foundation
with option to Maine Coast Heritage Trust for a conservation easement over
southern half of the property. Foundation subsequently donated lands to the
National Park Service. Viewshed of Cadillac Mtn., Acadia National Park.

High Priority
Conservation

3,200

2011

2011

Lyme Kenauk

QC

Partnered with local families and Nature Conservancy of Canada (NCC) to
purchase iconic property between Ottawa and Montreal. Kenauk contains over
70 lakes and serves as a wildlife corridor to the Laurentian Mountains. 12,000
acres conserved via sale to NCC. In 2015, the Fund sold Lyme Kenauk to a
conservation buyer, subject to a conservation option in favor of NCC.

High Priority
Conservation

52,049**

2013

2015

Waccamaw

SC

Established in partnership with Environmental Banc & Exchange. Mitigation
credits sold to public agencies and developers in the Myrtle Beach area.

Mitigation
Bank

775

2013

Lillian Swamp

AL

Fund acquired a controlling interest in approved mitigation bank. Will generate
mitigation credits for Mobile and Baldwin Counties.

Mitigation
Bank

1,157

2013

Fox Branch

FL

Acquired an option to purchase mitigation use rights easement, which gives
Lyme the right to develop a wetland mitigation bank northeast of Tampa.

Mitigation
Bank

1,100

2013

Mill Creek

SC

Partnership with Eco-Capital Advisors to develop a wetland and stream
mitigation bank. Located near Congaree National Park.

Mitigation
Bank

2,555

2014

Mulberry
Fork

AL

Partnership with Wetlands Solutions to develop a stream mitigation bank in
Blount County, Alabama.

Mitigation
Bank

141

2014

*Includes fee interests, timber rights, and mitigation bank interests at acquisition
** Excludes 12,000 acres purchased by NCC
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Impact Story: Partnering to Protect Florida’s Gulf Coast
Florida’s Big Bend contains one of the least developed coastlines in the continental U.S., but
it is undergoing a quiet transformation as inland forests are being converted to more
intensive uses and fragmented into smaller ownerships. Oyster reefs critical to maintaining
the right balance of salt and fresh water are disappearing; nutrient levels are rising; and
freshwater flows and water clarity are declining. In an effort to reverse these trends and set
a more sustainable path, The Conservation Fund is leading a collaboration including Lyme
and a dozen other partners to protect private forests in the region through the use of
working forest conservation easements. A key goal of the project is the sale of conservation
easements on the Lyme Cross City Forest, a 46,000-acre timberland property that abuts
other previously-conserved lands, including the Lower Suwannee National Wildlife Refuge.

PHOTO OR MAP

In March 2016, Florida’s Governor and Cabinet approved the state’s purchase of an 8,138acre conservation easement over a portion of the Lyme Cross City Forest, significantly
advancing the goals of the project. In December 2016, the US Department of Agriculture
awarded a $3 million Regional Conservation Partnership Program grant to The Conservation
Fund to support its partnership with Lyme and others in conserving private forests in the Big
Bend region. In recent years, state funding for conservation in Florida has faced political
resistance from the legislative and executive branches. By combining private capital from
Lyme with funding and expertise from multiple nonprofits and government agencies,
significant progress is being made toward conserving the Big Bend’s forests.
Forest to Sea Regional Conservation Partnership
The Conservation Fund
Florida Department of Environmental Protection
Florida Forest Service
The Lyme Timber Company
University of FL Nature Coast Biological Station
College of Central Florida

Suwannee River Water Management District
Florida Fish & Wildlife Conservation Commission
Lower Suwannee National Wildlife Refuge (NWR)
Friends of the Lower Suwannee & Cedar Keys NWR
Audubon Florida
Florida Forestry Association
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Impact Story: Restoring Wetlands and Streams in South Carolina
In February 2014, the Fund partnered with Eco-Capital Advisors to purchase 2,555 acres
of undeveloped real estate in Richland County, South Carolina, with the intention to
establish the Mill Creek Mitigation Bank. The property, which is very close to Congaree
National Park, had long been coveted as a conservation priority by government and
conservation groups. The bank protects three miles along the Congaree River and its
location is ideal for creating habitat corridors and connectivity to surrounding wetlands,
tributaries and riparian areas. Upon the initial acquisition, the Fund sold 1,786 acres to
Richland County and reserved a mitigation use rights easement over those acres, which
grants the right to develop and operate a mitigation bank on the property.

PHOTO OR MAP

Photo credit: Palmer Land Trust

In 2016, the Mill Creek Mitigation Bank received its Mitigation Banking Instrument
(permit) and first credit release. As a condition of the permit, the Fund is preserving,
enhancing and restoring streams and wetlands associated with the Congaree River.
Specific goals within the bank include:
Preserving the forested wetlands that provide filtration of floodwaters and habitat
corridors within the floodplain of the Congaree River
Preserving channels that connect hydrology and ecology within the Congaree River
floodplain
Reconnecting floodplain wetlands to promote the exchange of surface waters and
natural hydrology
Restoring natural bottomland hardwood floodplains to areas previously converted to
open fields or planed pine
Preserving and enhancing foraging habitat for birds, including the federally threatened
wood stork
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The Lyme Forest Fund III Impact Summary
Impact Metric

IRIS
ID*

Unit

2012

2013

2014

2015

2016

Land area directly controlled: Sustainably managed – Area of land
directly controlled by the organization and under sustainable
cultivation or sustainable stewardship as of the end of the reporting
period

I6912

Acres

72,783

170,544

223,247

170,169

169,153

Operational Certification – Third-party certifications held by the
organization that are related to its business processes and practices
and that are valid as of the end of the reporting period

OI1120

Acres

72,783

69,060

192,945

139,867

139,620

Protected Land Area: Permanent - Land permanently protected
through conservation easements or fee sales during the reporting
period (annual)

PI3924

Acres

44,679

15,355

1,927

46,189

8,907

Protected Land Assemblage – Number of acres of contiguous
protected land areas as of the end of the reporting period

PI5750

Acres

2.9M

2.9M

2.9M

3.0M

3.0M

Units/Volume Sold During Year – Sustainably harvested wood
products during the reporting period (annual)

PI1263

Metric
Tonnes

57,200

91,098

160,224

158,033

125,842

592,397

Trees Planted: Native Species – Acres of native species planted by
the organization during the reporting period (annual)

PI3848

Acres

1,201

1,250

4,686

2,245

2,825

12,207

Fresh Water Bodies Present – Surface area of freshwater bodies
present during the reporting period on protected and sustainably
managed land as of the end of the reporting period

PI7170

Acres

405

31,546

42,396

37,251

37,251

Jobs maintained at directly financed enterprises – Number of fulltime equivalent employees working for enterprises financed or
supported by the organization as of the end of the reporting period

PI5691

FTEs

17

18

26

18

30

Ecosystem Services – Ecosystem services provided by land during
the reporting period. Report for land directly or indirectly controlled
during the reporting period

PD8494

•
•
•
•
•
•
-10•

Biological raw materials
Freshwater
Maintenance of air quality
Habitat
Nutrient cycling
Water cycling
Recreation and Ecotourism
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* See cover page for more information about IRIS (Impact Reporting and Investment Standards) metrics, which were developed by the Global Impact Investing Network.

Total

117,057

